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[bookmark: _Toc58410567]Introduction 
The success of the businesses rely on the precise and concrete decisions making ability and environment analysis is a great tool to understand and make a decision that allows businesses to choose the best possible option for the advancement of the business. This report will show how Tesla company can make an effective decision for the advancement of the company after analysing and specifying the forces of macro-environment that shaping today's automobile industry. 


[bookmark: _Toc58410568](a) Explaining the major forces shaping the business environment of the car manufacturing industry.
There are numerous external forces that shaping the car manufacturing industry significantly. Car manufacturing industry all over the world facing a sudden decline in demands and the reasons behind this include technological upheavals, environmental forces, complex regulation and so on (Chen & Perez, 2018). This part will be explaining how macro-environmental factors have impacted the car automobile industry in recent times by applying the PESTEL framework. 

[bookmark: _Toc58410509][bookmark: _Toc58513143]Figure 1: PESTEL analysis of the car manufacturing industry
Source: (Izzaty & Sastra, 2019).
Political factors
The automobile companies of the UK are dealing with an uncertain market for the Brexit issue which is one of the prominent factors. The investment in the auto markets of Europe will face a share decline for the higher operating costs (Zhang et al., 2019). The car manufacturers around the world are facing enforce strict safety regulations as driving cars that do not have minimum standards can be highly dangerous. They also need to think of carbon emissions as the amount of carbon dioxide that a car produces for using diesel, petroleum and fossil fuels are not friendly for the environment (Edition.cnn, 2020). Thus the companies are not confident enough for entering into the automobile market. Though there is a huge opportunity in developing countries like Brazil, India, Vietnam and others. 
Economic factors 
The global automobile industry has an adverse impact due to the trade war between countries. For instance, the trade war between China and the US lead to a fall in the demand for cars in the Chinese market. The entire automobile industry has gone through a decline as they sell a good number of cars in China every year (Industryweek, 2020). Though there is a piece of good news that the demand for cars is increasing significantly in the emerging economies for growing disposable incomes. People from countries e.g. South American countries and Africa are spending money on luxury cars which indicates the demand for cars is growing slowly. 
Social factors 
Having a car was taken into account as a sign of social standing and still, it is. The people of North America and Europe usually own one or more cars. There are families where they have separate cars for every individual member. A change has been taken place for the car-hailing services of Uber and the invention of the driverless vehicle (Chen & Perez, 2018). Now the automobile companies need to think of the changes in consumer perception. For instance, the demand for the electric car has been increased as it assists in reducing carbon emissions.
Technological factors 
The car manufacturing industry has always been impacted by technology since its inception. For the increased competition, car companies need to come up with new facilities and features which are possible only by introducing technology (Izzaty & Sastra, 2019). Now companies produce self-driven vehicles with the help of Artificial intelligence. For instance, Tesla which already offered a range of self-driven vehicles and electric vehicles. Traditional car manufacturers are now implementing advanced technologies for improving safety measures. For instance, the emergency brake systems that assist in reducing the front end collisions. 
Legal 
There are numerous regulations for the car manufacturers around the globe and these include patent, copyrights, safety, etc. Copyright is a common issue that impacts the car manufacturing industry. An allegation that raised in recent times that car manufacturing companies from China stealing the designs of the companies from Western parts (Industryweek, 2020). For instance, the similar Rolls Royce Phantom companies from Geely which is a Chinese company. Besides, the regulations regarding tax is a great issue that reduces the demand for cars as many developing countries charge higher tax for importing cars.
Environmental factors 
Industries that have the highest carbon footprints, can manufacturing industry is one of them as the products of this industry needs to rely on fossil fuels. The dreadful conditions of the environment for the increased carbon footprint is a great concern for the manufacturers now (Zhang et al., 2019). Therefore, the car manufactures are now moving towards hybrid and electric vehicles as the governments are making strict tax-norms and regulations.
[bookmark: _Toc58410569]Explaining how the industry has changed in the last few years. 
The car manufacturing industry has been experienced massive growth in the last few years and this is for technology. The auto industry of the UK, China and the US witnessed a sale of more than 50 million light automobiles unites in the year 2018 (Marc Davis, 2020). The changes that took plan in the automobile industry are demonstrated below. 
Connectivity 
Todays have many features that were a dream to the car owners a few years ago. For instance, infotainment features, safety features and advanced traffic navigation services (Strategywatch, 2020). Now cars have driver assistance apps that allow having great driving experience. 
Autonomous vehicles 
Every day surprising news is coming out regarding self-driving cars. Companies are trying autonomous vehicles on road to measure its serviceability. For instance, Uber and Tesla already tested their cars (Chen & Perez, 2018). 
Automobile security 
The need for automobile security has been increased significantly in recent times for the rise of connectivity (Lin et al., 2014). Users are now thinking of protecting the integrity of the vehicle and securing personal privacy as hackers can hack connected vehicle. Thus companies are giving utmost effort to increase security in recent times. 
Electric cars
As the entire world is now concerned about the environment. Companies are coming up with environment-friendly sustainable vehicles. For instance, the electric car from Tesla. As per the customers, electric cars are efficient enough in terms of both capacity enhancement and cost reduction (Marc Davis, 2020). Electric cars assist highly in reducing CO2 emissions. 

[bookmark: _Toc58410510][bookmark: _Toc58513144]Figure 2: How new-car CO2 emissions have fallen
Source: (Strategywatch, 2020)
This is how the automobile industry is changing day by day. Things that were once measured as the luxury options are now a reality for the contribution of technology. 
[bookmark: _Toc58410570](b) Providing a critical assessment of the opportunities and challenges that these forces present and discussing 
The macro-environment poses both challenges and opportunities for the companies. The company Tesla has been selected for presenting the forces and discussing how they can achieve the best position and gain competitive advantage. To measure the challenges and opportunities, SWOT analysis is conducted on Tesla Company.
	Strength
	Weaknesses

	· Leading Automobile company 
· Best manufacturing electric cars
· Top employer company 
· Dominates the US electric vehicle sales
· Innovative 
	· Manufacturing complications
· Lack of high volume production 
· Sole representative
· Shortage of batteries 

	Opportunities
	Threats

	· Manufacturing less expensive car 
· Induction of pick-up truck (Izzaty & Sastra, 2019)
· Expanding sales in the untapped market 
· Bringing battery production technology 
	· Product defects 
· Consumer adaption 
· Disruption of supply 
· Lack of regulations for self-driving
· Extensive competition 


[bookmark: _Toc58410511][bookmark: _Toc58513145]Figure 3: SWOT analysis of Tesla Company
Source: (Teece, 2018).
Strength
Tesla has become a dominant and popular company for its innovative approach. The factors that Tesla embraced highly is technological factors (Tesla.com, 2020). As per the review of the employees, Tesla is an ideal place for the talents. They got the Best Employer of America award in 2019. Tesla can manufacture a car that can be used up to 600 kilometres on a single charging. As per the Statista, the most sold car of 2019 is Tesla model 3 (Industryweek, 2020). Moreover, they are highly innovative for which the market expects and trust the company. 
Weaknesses
Tesla takes time for launching a new vehicle and this is for the higher standard of innovating that arises manufacturing difficulties (Teece, 2018). Tesla failed to produce a large number of cars despite being the pioneer of energy-saving cars. Tesla needs to delay for another core reasons and that is a limited supply of the batteries. Moreover, the only representative of Tesla is Elon Musk which can be considered as the threat as he needs to carry a lot on his shoulders. 
Opportunities 
There are numerous emerging chances for Tesla. Tesla can target the Asian market for increasing its financial stability (Strategywatch, 2020). They can come up with less expensive car targeting this market. Tesla can change the game by intending to make battery cells. They can also introduce pick up truck like a cyber truck. 
Threats 
The competition from self-driving technology and fuel vehicles is pretty much extensive for Tesla. An established company like Audi, BMW, Mercedes are also coming up with these technologies. Tesla always needs to thin of the defect of the products for its highly complex engineering (Tesla.com, 2020). Moreover, people still cannot put their trust in self-driving vehicles. The force that Tesla needs to deal with the increased price of the materials e.g. nickel, aluminium, cobalt, copper, etc. 
[bookmark: _Toc58410571]Discussing how Tesla can best position themselves to gain a competitive advantage.
Tesla needs to work on its areas of improvement and grab the opportunities in order to achieve competitive advantage. The way Tesla can achieve competitive advantage is analysed by applying the value chain analyses of Porter. 

[bookmark: _Toc58410512][bookmark: _Toc58513146]Figure 4 Value chain analysis of Porter
Source: (Chen & Perez, 2018)
Primary activities 
Inbound logistics: Tesla needs to maintain a sound relationship with its suppliers as they provide the required materials and assists in receiving, storing and distributing the product (Lin et al., 2014). Tesla needs to analyse the inbound logistics on regular basis e.g. distributing the materials properly. 
Operations: Operational activities of Tesla e.g. assembling, packing, machining, testing need to be analysed properly to enhance productivity. This will allow Tesla to increase the sales volume in the new market besides increasing profitability. 
Outbound logistics: Outbound logistics activities of Tesla e.g. warehousing, transporting, material handling, delivering, scheduling need to be analysed for exploring the sources of competitive edge and acquiring the objectives (Edition.cnn, 2020). It will allow hindering the negative impact on quality. 
Marketing and sales: The marketing of the product of Tesla needs to be aggressive e.g. highlighting the core differentiation points and features for persuading the customers like they did when launching cyber trucks and electric cars (Chen & Perez, 2018). Tesla needs to invest more money on promotional activities, channel selection, advertising, pricing and sales force for integrating the marketing functions wisely and effectively. 
Services: After-sales service plays an immense role in developing the brand and customer loyalty as the consumers nowadays look for companies that provide better after-sale services. Thus Tesla can focus on this for enhancing brand reputation. 
Secondary activities 
Firm infrastructure: The activities within-firm e.g. planning, handling a legal matter, quality management, accounting, strategic management and financing have to be managed effectively by the management of Tesla for optimising the value of the entire value chain (Chen & Perez, 2018). It will allow them to strengthen their competitive position. 
Human resource management 
The HR aspects of Tesla e.g. recruitment, training, selection, rewarding, team building, collaborative working practices and performance management of Tesla need to be analysed properly for reducing the competitive pressure as per the competencies, motivation, skills of the employees (Edition.cnn, 2020). 
Technology advancement 
The value chain activities of a firm rely mostly on the technological support and Tesla has reputation for embracing technology to a great extent (Izzaty & Sastra, 2019). For completing the company like Audi, Mercedes and BMW, Tesla needs to keep a constant eye on market demands and integrate technology in marketing, distribution, human resource activities, production and others. 
Procurement 
Tesla company needs to take into account of procurement activities that involved in raw material, equipment, supplies, machinery carefully for optimising the operational, inbound and outbound value chain (Teece, 2018). They can identify the areas where they must need to work on for adding better value. 
This is how Tesla Company can focus on its overall value chain for ensuring a strong competitive position in the market by dealing with the forces of the macro environment. 


[bookmark: _Toc58410572]Conclusion 
To conclude both micron and macro environment of business should analyse on regular basis by a company for dealing with the forces as these are uncertain and keep and adverse impact on the growth of the business. This report has been shown how Tesla Company can deal with the forces of current macro environment forces by applying different theories and framework. 
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